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The Study
We have sponsored what we believe to be the first comprehensive
national opinion study to determine how the public accounting
profession is perceived by various groups with which the larger
certified public accounting firms have professional working
relationships.
The study was conducted by Reichman Research, Inc. of New York
City. It was based on personal interviews in October and November
1977 with 956 individuals representative of six groups:
• 464 financial officers representing a cross-section of publicly
held corporations
• 191 members of the American Institute of Certified Public
Accountants (AICPA) who are not involved in public accounting
practice
• 83 attorneys who serve on corporate boards of directors
• 79 members of the investment community (security brokers and
dealers and investment bankers)
• 76 members of accounting faculties at colleges and universities
• 6 3 members of audit committees of boards of directors
The reader should be aware that as the sample size of particular
groups decreases the margin of error increases. Therefore, the
smaller samples should be viewed as being indicative rather
than definitive.
This booklet contains highlights taken from a report by Reichman
Research. A copy of the report is available upon request to any
of our offices.
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Confidence in the Profession
Participants were asked how much confidence they have in the
public accounting profession. Seven out of ten corporate financial
officers say they have "a great deal of confidence."
Confidence in Public Accounting Profession Today
A Great
Deal of
Confidence

Some
Confidence

Hardly
Any
Confidence

Corporate Financial Officers

76%

23%

1%.

Audit Committee Members

84

14

2

Attorneys on Corporate Boards

83

15

1

Investment Community Members

62

32

5

Not Sure

_

—

1%
1

Accounting Faculty Members

72

25

—

3

AICPA Nonpracticing Members

75

21

2

2

When asked to compare the confidence they have in the profession
today with their attitudes five years ago, about half of the corporate
financial officers report no change. But among those who note a
change of opinion, two out of three report having "more" rather
than "less" confidence in the profession now.
Confidence in Public Accounting Profession
Now Compared with Five Years Ago
More
Confidence
Now

Less
Confidence
Now

About As
Much
Confidence
Now

Not Sure
1%

Corporate Financial Officers

31%

14%

54%

Audit Committee Members

39

24

37

Attorneys on Corporate Boards

36

4

59

1

Investment Community Members

16

28

56

Accounting Faculty Members

39

7

49

5

-

AICPA Nonpracticing Members

21

14

65

1

Asked why they have more confidence in the profession, corporate
financial officers point to improved efforts at self-regulation
(volunteered by 26%) and improved quality of personnel (13%).
They also express the beliefs that the firms have become more
professional (13%) and litigation has caused the profession to
raise its standards (10%).There are no dominant reasons given for
lessening of confidence.
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Ethical Standards
When questioned about the level of ethical standards adhered to
by CPA firms today, most respondents answer these are
"high enough."
Perception of Ethical Standards
Believe Ethical Standards Are:

Too High

High
Enough

Not High
Enouth

Corporate Financial Officers

4%

84%

12%

Audit Committee Members

2

88

10

—

Attorneys on Corporate Boards

1

90

7

2%

Not Sure
*

Investment Community Members

1

78

18

3

Accounting Faculty Members

1
4

70

21

8

83

13

—

AlCPA Nonpracticing Members
* = less than 0.5%

Only a small percentage of those interviewed seem dissatisfied with
the level of ethical standards. Among these, accounting professors
and members of the investment community (21% and 18%,
respectively, "not high enough") are most likely to be critical.
When asked about ethical standards today as compared with five
years ago, most say they have "tightened."
Nearly 60% of corporate financial officers feel that ethical standards
adhered to by the large CPA firms have "tightened" over the past
five years.This belief is shared by majorities of the other groups,
but not by the AlCPA group. Among them, the prevailing opinion
is that ethical standards "stayed the same" (47%).
Corporate financial officers who say ethical standards have
"tightened" tend to focus on three reasons for this: increased
litigation and the threat of liability (46%); increased government
pressure and scrutiny (40%); and increased public pressure,
scrutiny and criticism (23%). The reasons given by the other groups
interviewed are similar to those volunteered by the corporate
financial officers.
Among the small number who say that ethical standards have
"loosened," one reason offered more than others is "competition
—the need to retain clients."
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Responsibility and Independence
About two-thirds of corporate financial officers believe CPA firms,
in carrying out an audit, now feel primarily responsible to the board
of directors or stockholders, while 15% name corporate management. Among the other groups a similar pattern is found. Those
saying directors or stockholders range from 49% for investment
community members to 73% for audit committee members. When
asked how it should be, all groups place even greater emphasis
on the auditors' primary responsibility being to boards of directors
and stockholders, with only a few saying that this responsibility
should be to management.
When questioned about the large CPA firms' commitment to
independence, nine in ten financial officers call it "genuine."
Assessing CPAs' Commitment to Independence
Have
Genuine
Commitment

Do Not
Have Genuine
Commitment

Not
Sure

Corporate Financial Officers

90%

8%

2%

Audit Committee Members

92

5

3

Attorneys on Corporate Boards

93

2

5

Investment Community Members

76

12

12

Accounting Faculty Members

80

1 1

9

AICPA Nonpracticing Members

87

7
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Major Problems Facing the Profession
When asked to identify the major problems facing the profession,
68% of corporate financial officers mention "government pressure."
Other problems mentioned by one-quarter or more of this group
are "increased litigation involving CPA firms" (41%); a "declining
level of public confidence in the profession" (36%); and "concerns
about the effectiveness of self-regulation" (28%). "Potential conflicts
of interest arising from CPA firms offering management or other
advisory services" (24%); "lack of unanimity within the profession"
(18%); "maintaining a commitment to independence" (15%); "lack
of flexibility" (12%); and "an inability to recruit topflight talent"
(11%) also are identified as important problems by one in ten
or more.
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David Reichman, head of the research firm, comments:
"Despite the overwhelming numbers of respondents saying that
they have 'a great deal of confidence' in the profession, one of the
central perceptions of all groups surveyed is a declining level of
public confidence. What survey respondents seem to be saying
is: 'We have high confidence in the profession, but it appears that
the 'public' does not share our confidence'. "
Internal Operations
Half of the corporate financial officers interviewed feel that it does
not matter whether CPA firms provide information about their
internal operations, while three in ten feel they should and less
than two in ten say they should not.
Opinion About Whether CPA Firms Should
or Should Not Provide Information
About Their Internal Operations
Should

Should Not
17%

Does Not
Matter

Not Sure

Corporate Financial Officers

31%

50%

2%

Audit Committee Members

52

8

37

3

Attorneys on Corporate Boards

16

20

59

5

Investment Community Members

35

10

52

3

Accounting Faculty Members
AlCPA Nonpracticing Members

49

16

34

1

26

37

36

1
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Self-Regulation
Majorities ranging from 70% to 92% describe efforts at selfregulation as "somewhat effective" or "very effective."
Among corporate financial officers, three in ten believe that selfregulation is "very effective," while six in ten call it "somewhat
effective." Only one in twenty labels it "not at all effective." Similar
percentages of audit committee members and attorneys are convinced of the effectiveness of self-regulation, whereas members of
the investment community, accounting faculty members, and nonpracticing AICPA members are less convinced.
According to Mr. Reichman:
"Attitudes seem to indicate that corporate financial officers and
the other groups are positively disposed toward the concept of
self-regulation and feel that it can be made to work better than
it seemed to be functioning at the time of the interviews. This
interpretation is confirmed by respondents' volunteered suggestions
for improving the professsion's self-regulation. The greatest number
of suggestions can be categorized as calling for a tightening of
present self-regulatory mechanisms. Only a few of the suggestions
mentioned can be categorized as advocating the establishment of
an entirely new regulatory mechanism."
Referring to the AlCPA's new self-regulation program, he notes:
"It should be emphasized that these questions were asked prior to
the profession's implementation of new rules and procedures and
the establishment of a public oversight board to strengthen
self-regulation."
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When asked to suggest ways in which regulation of the profession
can be improved, three in ten corporate financial officers (29%)
volunteer "peer group review"—the practice whereby a CPA firm
will have another firm or a panel of CPAs review its quality control
systems. Among corporate financial officers, 8% believe the profession is doing a good job of self-regulation and does not need to
improve. Others in this group mention: an independent body within
the profession to regulate and discipline (8%), stricter rules and
regulations (6%), stronger disciplinary action (5%), and support
of the AlCPA (5%).
Members of audit committees mention the need for the profession
to adopt uniform accounting standards (14%) and their belief that
the profession is doing a good job of self-regulation and does not
need to improve (11%). Attorneys suggest peer group review (11%)
and the need for stronger disciplinary action (8%). Investment
community members mention an independent body within the profession to regulate and discipline (11%). Nonpracticing AlCPA
members (21%) and accounting faculty members (20%) suggest
peer group review to improve the profession's self-regulation.
The study also tested the notion that increasing litigation involving
CPA firms provides evidence that self-regulation does not work. In
response to a question on that point, large majorities of all groups
reject a connection between increased litigation and any failure
of self-regulation.
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Sampling Reliability
In a study of this kind, a sample is used to represent "the statistical
universe" from which each sample is drawn. In a few instances,
weighting was applied to ensure that these samples were representative of each group as a whole. The response to a particular
question by those in the sample constitutes an estimate of how the
entire group would have responded to that question. A margin
of probable error for each sample can be calculated. For example,
for corporate financial officers, the sampling error in percentage
points will vary from 5 to 7; the margin of error for other groups
surveyed will range up to 13%.
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